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FAST TRACK ISSUES

THURSDAY, MAY 11, 1995

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON TRADE,
JOINT WITH COMMITTEE ON RULES,
SUBCOMMITTEE ON RULES AND ORGANIZATION OF THE HOUSE,
Washington, D.C.

The subcommittees met, pursuant to notice, at 10:08 a.m,, in
room 1100, Longworth House Office Building, Hon. Philip M.
Crane, chairman of the Subcommittee on Trade, and Hon. David
Dreier, chairman of the Subcommittee on Rules and Organization

of the House, presiding.
[The advisory announcing the hearings follows:]
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ADVISORY

FROM THE COMMITTEES ON WAYS AND MEANS
AND RULES

,FbR IMMEDIATE RELEASE CONTACT: (202) 225-1721
" April 7, 1995
No. TR-6
RE
JOINT N F. TRA

Congressman Philip M. Crane (R-IL), Chairman of the Subcommittee on Trade of the
Committee on Ways and Means, and Congressman David Dreier, Chairman of the
Subcommittee on Rules and Organization of the House of the Committee on Rules, today
announced that the Subcommittees will hold joint hearings on extension of so-called "fast
track"” negotiating authority to the Administration for use in negotiating trade agreements.

The first hearing, concerning policy, conditions, and negotiating objectives of fast track, will
take place on Thursday, May 11, 1995. The second hearing, concerning fast track procedures,
will be held on Wednesday, May 17, 1995. Both hearings will begin at 10:00 a.m. and will
be held in the main Committee hearing room, Room 1100 of the Longworth House
Office Building.

Oral testimony at these hearings will be heard from both invited and public witnesses.
Invited witnesses will include United States Trade Representative Michael Kantor. Also, any
individual or organization may submit a written statement for consideration by the Committee
or for inclusion in the printed record of the hearing.

BACKGROUND:

Certain trade agreements cannot enter into force as a matter of U.S. law unless
implementing legislation approving the agreement and any changes to U.S. law is enacted into
law. In order 1o implement a number of trade agreements, including most recently the
Uruguay Round Agreements and the North American Free Trade Agreement (NAFTA),
Congress enacted certain "fast track™ procedures.

Now expired with respect to any new trade agreements, these provisions required the
President, before entering into any trade agreement, to consult with Congress as to the nature
of the agreement, how and to what extent the agreement will achieve applicable purposes,
policies, and objectives, and all matters relating to agreement implementation. In addition, the
President was required to give Congress at least 90 calendar days advance notice of his intent
to enter into an agreement. After entering into the agreement, the President was required to
submit the draft agreement, implementing legislation, and a statement of administrative action.
After that point, the House committees of jurisdiction had 45 days to report the bill, and the
House voted on the bill within 15 legislative days after the measure was received from the
committees. Fifteen additional days were provided for Senate consideration (assuming the
implementing bill was a revenue bill), and the Senate floor action was required within 15
additional days. Accordingly, the maximum period for Congressional consideration of an
implementing bill from the date of introduction is 90 days. Amendments to the legislation
were not permitted once the bill was introduced; the committee and floor actions consisted of
"up or down" votes on the bill as introduced.

The purpose of the fast track approval process was to preserve the constitutional role
and fulfill the legislative responsibility of Congress with respect to trade agreements. At the
same time, the process was designed to ensure certain and expeditious action on the results of
the negotiation and on the implementing bill with no amendments.



The Administration is beginning negotiations with Chile as to possible accession to the
NAFTA. Because the fast track authority used for the Uruguay Round Agreements and the
NAFTA has expired, the Commitiees are now considering the extension of additional fast
track authority.

In announcing these hearings, Crane said: "Because the benefits to the economy
achieved by opening new markets to U.S. exports and reducing foreign trade barriers 10 U.S.
goods and services through trade agreements are dramatic and proven, we must do all we can
to give the Administration the expedited authority it needs to negotiate and conclude these
agreements. However, fast track authority should be limited to trade legislation, and it is not
appropriate to use fast track authorization for legislation involving issues not directly related
to trade or not necessary to implement the trade agreement."

Dreier said, "Fast track procedures have been instrumental in permitting Congress to
implement landmark legislation that reduces trade barriers, promotes private sector job
creation, and raises living standards for American families. At the same time, there are
increasing concerns that provisions not closely related to trade agreements are being attached
to implementing legislation in order to receive expedited consideration. We must improve the
fast track procedures in order to maintain a consensus in Congress behind this critically
important grant of trade negotiation authority.”

DETAILS FOR SUBMISSIONS OF STS TO B

Requests to be heard at the hearings must be made by telephone to Traci Altman or
Bradiey Schreiber at (202) 225-1721 no later than the close of business, Thursday, April 27,
1995. The telephone request should be followed by a formal written request to Phillip D.
Moseley, Chief of Staff, Committee on Ways and Means, U.S. House of Representatives,
1102 Longworth House Office Building, Washington, D.C. 20515. The staff of the
Subcommittee on Trade will notify by telephone those scheduled to appear as soon as possible
after the filing deadline. Any questions concerning a scheduled appearance should be directed
to the Subcommittee staff at (202) 225-6649.

In view of the limited time available to hear witnesses, the Subcommittees may not be
able to accommodate all requests 10 be heard. Those persons and organizations not scheduled
for an oral appearance are encouraged to submit written statements for the record of the
hearing. All persons requesting to be heard, whether they are scheduled for oral testimony or
not, will be notified as soon as possible after the filing deadline.

Witnesses scheduled to present oral testimony are required to summarize briefly their
written statements in no more than five minutes. THE FIVE MINUTE RULE WILL BE
STRICTLY ENFORCED. The full written statement of each witness will be included in the
printed record.

In order to assure the most productive use of the limited amount of time available to
question witnesses, all witnesses scheduled to appear before the Subcommittee are required to
submit 200 copies of their prepared statements for review by Members prior to the hearing at
which they will testify. Testimony should arrive at the Subcommittee on Trade office, room
1104 Longworth House Office Building, no later than 1:00 p.m., Tuesday, May 9, 1995 for
the first hearing and 1:00 p.m., Monday, May 15, 1995, for the second hearing. Failure to do
so may result in the witness being denied the opportunity to testify in person.



N STA NTS U OF PERSON, P

Any person or organization wishing to submit a written statement for the printed
record of the hearing should submit at least six (6) copies of their staternent by the close of
business, Thursday, May 25, 1995, to Phillip D. Moseley, Chief of Staff, Committee on Ways
and Means, U.S. House of Representatives, 1102 Longworth House Office Building,
Washington, D.C. 20515. If those filing written statements wish to have their statements
distributed to the press and interested public at the hearing, they may deliver 200 additional
copies for this purpose to the Subcommittee on Trade office, room 1104 Longworth House
Office Building, at least one hour before the hearing begins.

FORMATTING RE MENTS:

Each statement prosantad far printing to the Commitios ¥y & withest, axy writtan stalemant o kit sulmpitiod for the printed recerd
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Chairman CRANE. Good morning. Welcome to this joint hearing
of the Subcommittee on Trade of the Ways and Means Committee
and the Subcommittee on Rules and Organization of the House, the
Committee on Rules. Today is the first of two hearings these sub-
committees will hold concerning fast track issues. The second hear-
ing is scheduled for May 17.

During these hearings, we intend to address the policy, condi-
tions, and negotiating objectives of fast track, as well as fast track
rules and procedures. Over the course of these hearings, we will re-
ceive testimony from Ambassador Kantor, the U.S. Trade Rep-
resentative, on May 17. Both today and on May 17, we will hear
from Members of Congress and representatives from business and
industry groups and academic/think tank institutions, as well as
other individuals with expertise concerning the issue of fast track.

The Trade Subcommittee intends to hold separate hearings con-
cerning Chile and accession to the NAFTA, North American Free
Trade Agreement, as well as implementation of the NAFTA in the
period since the NAFTA was enacted. At that time, accordingly,
there will be an opportunity for witnesses to present testimony and
for Trade Subcommittee members to ask questions concerning
these issues.

Let me begin by saying that I am a strong supporter of fast track
authority. Fast track has enabled us to implement a number of sig-
nificant trade agreements over the last 20 years, including the
Tokyo round, the United States-Israel free trade agreement, the
United States-Canada free trade agreement, the NAFTA, and the
Uruguay round. Because of these agreements, we have been able
to make substantial progress in opening markets, lowering tariffs,
and regulating and ending nontariff barriers to trade. These agree-
ments are extremely beneficial in creating much-needed jobs, stim-
ulating the economy, raising the standard of living for American
families, and reducing the deficit.

I believe that the only way we can continue to develop these ben-
eficial agreements is through the well-proven tool of fast track.
Fast track ensures certain and expeditious consideration of trade
legislation. At the same time, it gives Congress a strong role to
play in negotiating trade agreements. In addition, fast track gives
our trade negotiators and our trading partners confidence that the
United States is earnest in negotiating a trade agreement.

This does not mean that we should not consider carefully the
manner in which we craft fast track authority. Even as important
as fast track is, it is just as important to make it as narrow and
tailored as possible so as not to unnecessarily intrude on normal
legislative procedures. Fast track is an exception to the rule that
we permit only because we recognize the compelling need to con-
sider quickly and efficiently legislation to implement trade agree-
ments. The exception should not be so broad as to follow the rule.

The reason for limiting fast track to trade issues only is histori-
cally and constitutionally based. The President and the Congress
both have important powers with respect to trade and foreign af-
fairs issues. Therefore, trade agreements, in a sense, do not readily
fit the legislative model that we use to consider other types of legis-
lation. That is why we have developed fast track, to assure that our
trade relations with other countries are handled expeditiously and
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efficiently with the involvement of the executive and legislative
branches.

There have been serious questions raised about the relationship
between worker rights, environmental issues, and trade agree-
ments. As important as these issues are, no consensus has been
reached, either domestically or internationally, on the linkage of
these issues to trade agreements.

In my view, it is inappropriate to include these issues within fast
track. K/I reasons are simple: If we consider these issues under
fast track, we usurp a vast range of congressional authority and

rerogatives to make laws in these areas. In addition, the overall

enefits of trade agreements serve to improve labor and environ-
mental conditions.

Our leadership in the House is committed to passing a clean,
narrow fast track bill designed to streamline and expedite the proc-
ess of negotiating, concluding, and implementing trade agreements.
Speaker Gingrich today stated that he supports fast track because
it will create more good jobs and reduce the deficit.

I look forward to hearing from our witnesses today and in work-
ing with the administration to develop a fast track limited to trade
issues only.

Now, I would like to yield to my distinguished colleague from the
Rules Committee, Mr. Dreier, to make an opening statement.

Chairman DREIER. Thank you very much, Mr. %hairman.

Let me join in welcoming our five panels of witnesses we will be
hearing this morning.

I would also like to associate myself with your statement of
strong support for fast track and for promoting a more open and
fair international trade regime. Namely, they contribute to a
stronger and more vibrant lflS. economy, raise the standard of liv-
ing for American families, and help create private sector jobs right
here at home.

I note, as we begin these joint hearings, that it is a real step for-
ward for this institution that on a matter of joint jurisdiction be-
tween committees such as the fast track statute, that we have co-
operation rather than turf battles, which is what we have often
witnessed in the past. I think the process and the eventual product
will benefit.

The fast track procedures for trade agreements were developed
in 1974 and have largely remained in their original form. We will
be joined by a panel of witnesses at our hearing next Wednesday
to discuss some of that history.

However, I would note that times have changed procedurally
since 1974, especially due to the PAY-GO budget rules instituted
in 1990. I think the effect of PAY-GO has been profound and very
detrimental to fast track because completely nontrade provisions
have been added to unamendable bills considered in an expedited
fashion solely to meet budget requirements.
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I am interested in finding a way to modify fast track to imple-
ment trade agreements while maintaining as open a process as pos-
sible for nontrade funding provisions.

Again, I want to express my appreciation to Chairman Crane and
will say that, on behalf of the Rules Committee, I anxiously look
forward to working very closely with all of the members of the sub-
committees and full committees to bring about what we hope will
be a very strong fast track agreement.

[The prepareﬁ statement follows:]
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Hearing on Fast Track
May 17, 1995

Good moming and welcome to the members of the Subcommittee on Trade
and the Subcommittee on Rules and Organization of the House, our distinguished
witnesses, especially the United States Trade Representative, Ambassador Mickey
Kantor, and the members of the public attending our hearing today.

These public hearings are intended to provide the two subcommittees with an
opportunity to address issues relating to fast track procedures and rules, trade goals,
negotiating objectives, and conditions associated with an extension of fast track
authority.

Congress has recognized for decades the critical role the President must play to
further a top national economic priority -- promoting an open and fair trade regime.
This clearly contributes to a stronger and more vibrant U.S. economy.

U.S. exports have more than doubled over the last ten years. We are the
world’s top exporter. Exports directly account for one-in-ten U.S. jobs. Nearly a
quarter of our economy is tied to international commerce. Reducing our import
barriers have made our economy more efficient. Free trade also benefits middie
income families by cutting taxes, increasing buying power, and raising living
standards. I would note that fully implementing the GATT Uruguay Round promises
the equivalent of a $500 tax cut for every American family.

Despite the overwhelming bencfits of lower trade barriers, some have
questioned the merits of the fast track process. Fast track has been called secretive,
hasty, and even unconstitutional. 1 disagree with this view. I hope this hearing will
help in fostering greater understanding of the history and purpose of fast track.



1 would point out that fast track is only the most recent congressional-executive
agreement to lower trade barriers. As early as 1890, Congress delegated tariff
bargaining authority to the President. In 1334, following the economic disaster
caused by Smoot-Hawley protectionism, Congress authorized the President to
proclaim U.S. tariff reductions as part of trade agreements. This ability to reduce
tariff barriers helped fuel this country’s economy in the post-war era, creating
economic growth in free-market democracies around the world.

By the early 1970’s, tariff reductions were no longer the singular goal of U.S.
trade policy. In 1974, Congress developed the fast track procedures to provide the
President with credibility in negotiations to eliminate non-tariff trade barriers. Fast
track ensures that Congress carries out its constitutional responsibilities regarding
legislative implementation of those agreements.

Promoting free trade has been a successful national policy for 60 years. Fast
track has contributed to that success for two decades. While the goal of improving
the lives of American families by fostering greater international commerce has not
changed, fast track can be fine-tuned to maximize its positive impact on the process.

Fast track procedures must foster ongoing and substantive consultations
between the Executive Branch and the Congress in order to maintain its viability as a
bond between the two branches with a role in international commercial policy. Fast
track must be focussed on matters directly related to trade in order to avoid a critical
procedural tool being undermined through overly broad application. Finally, the fast
track process must be updated to account for changes in other congressional
procedures, such as the "Pay Go" budget rules instituted in 1990.

I look forward to hearing from our witnesses today on how to improve the fast
track process. 1 also welcome the opportunity to work with you, Ambassador
Kantor, to send to the President trade negotiating authority in a timely manner so that
we can build on the impressive trade accomplishments of the past two years.
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Chairman CRANE. I thank the gentleman for his statement and
would like to yield now to our distinguished ranking minority
member, Mr. Rangel.

Mr. RANGEL. Thank you, Mr. Chairman, and chairman of this
joint subcommittee.

I welcome this opportunity to get together as we start the consid-
eration of the central issue of U.S. trade policy; namely, the nature
and the terms of authority which the Congress delegates to the
President for future trade agreements and the role of the executive
and the Congress in their approval and implementation.

This so-called fast track authority for trade agreements has been
successful in the past for approving the most important and com-
prehensive multilateral and free trade agreements in our history
for two reasons.

First, there was always bipartisan cooperation and broad support
in the Congress with Democratic and Republican administrations,
as well as a general consensus within the private sector, on the
needs and the objective for trade negotiations and on the proce-
dures that would apply for their approval.

Second, Congress and the private sector were consulted and ad-
vised throughout the negotiation, and congressional committees of
jurisdiction drafted the implementing legislation in consultation
with the administration in an informal process which ensured that
coniressional constitutional prerogatives were still preserved.

The principles of broad bipartisan consensus and the executive-
congressional partnership continue to be essential to successful
trade negotiation and support for implementing the results. There
are a number of important issues which need to be considered in
formulating a trade agreement authority that will address the
ever-evolving issues from a global economy.

I believe we must maintain an open mind and not rule out in ad-
vance any particular trade related objectives or issues, including
labor and environmental standards, which some Members believe
should be addressed in the trade agreement context.

On a very personal note, I believe that foreign cooperation in our
efforts to stop illega] narcotic trade is also a very appropriate issue
to raise in the trade negotiation context.

But, finally, we need to fully consider these important matters
and proceed in a deliberate nonpartisan way if we are to deliver
a successful legislative approach that has broad support. I look for-
ward to working with my colleagues on both sides of the aisle to-
ward this end.

Thank you, Mr. Chairman.

[The prepared statement follows:]
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OPENING STATEMENT OF
CONGRESYMAN CHARLES B. RANGEL
JOINT SUBCOMMITTER HEARING ON
FAST TRACK AUTHORITY
May 11, 1995

I welcome these joint hearings to begin the consideration of
a central issue of U.S. trade policy, namely the nature and terms
of authority which the Congress delegates to the President for
future trade agreements and the role of the Executive and the
Congress in their approval and implementation.

So-called "fast track" authority for trade agreement
implementation has been successful in the past for approving the
most important and comprehensive multilateral and free trade
agreements in our history for two main reasons: First, there was
bipartigsan cooperation and broad support in the Congress and with
Democrat and Republican Administrations, as well as general
consensus within the private sector, on the need and objectives
for trade negotiations and on the procedures that would apply for
their approval. Second, Congress and the private sector were
consulted and advised throughout the negotiations and
Congressional committees of jurisdiction drafted the implementing
legislation in consultation with the Administration in an
informal process which ensured that Congressional constitutional
prerogatives were presgerved.

The principles of broad bipartisan consensus and Executive-
Congressional partnership continue to be essential to successgful
trade negotiations and support for implementing the results.
There are a number of important issues which need to be
considered in formulating a trade agreement authority that will
address the ever-evolving issues from a global economy. I
believe we must maintain an open mind and not rule out in advance
any particular trade-related objectives or issues, including
labor and environmental standards, which some Members believe
should be addressed in the trade agreement context. On a
personal note, I believe that foreign cooperation in our efforts
to stop illegal narcotics trade is also an appropriate issue to
raise in the trade negotiation context. Finally, we need to
fully consider these important matters and proceed in a
deliberate manner if we are to develop a successful legislative
approach that has broad bipartisan support.

I look forward to working with my colleagues on both sides
of the aisle toward this end.
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Chairman CRANE. Thank you, Mr. Rangel.

Now I would like to yield to Mr. Beilenson, the ranking minority
member on the Subcommittee on Rules and Organization of the
House, the Rules Committee.

Mr. BEILENSON. Thank you, Mr. Chairman.

Because we do have so many excellent witnesses to hear from
today, I will forgo making a statement, if that is all right with the
Members. My opening statement is submitted for the record, if I
may, Mr. Chairman.

Chairman CRANE. It shall be.

Mr. BEILENSON. I say only at the outset that I, too, have been
and continue to be a strong supporter of fast track. I agree with
my friend, Mr. Dreier’s comments about PAY-GO and the problems
thatl,( unnecessarily, we believe, it causes us with respect to fast
track.

I must say I also stronfly agree with my friend, Mr. Rangel, with
respect to environmental standards and matters regarding labor,
too, and hope that we can discuss those in the hours ahead.

Thank you very much, Mr. Chairman.

[The prepared statement follows:]
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OPENING STATEMENT OF CONGRESSMAN ANTHONY C. BEILENSON
JOINT HEARING OF THE SUBCOMMITTEE ON TRADE
AND THE SUBCOMMITTEE ON RULES AND ORGANIZATION OF THE HOUSE
HEARING ON FAST-TRACK TRADE AUTHORITY
May 11, 1995

T appreciate having the opportunity to join with our colleagues on the Subcommittee
on Trade to begin considering the issues involved in the renewal of fast-track trade
agreement authority.

Since 1974, this authority has been an essential feature of U.S. trade policy. It
provides the Executive and foreign countries with the assurance that the House of
Representatives and the Senate will vote on implementing legislation for a trade agreement
within a specific time frame, and without amendment. At the same time, it guarantees that
Congress will have an advisory role during negotiations on the content of agreements and in
the development of the implementing bill.

Without fast-track trade authority, it is highly unlikely that the United States would
have been as successful as it has been in recent years in negotiating more open trade
arrangements with other nations--arrangements that are providing new markets for U.S.
goads and promoting economic growth both here at home and abroad. If we fail to renew
this authority, we face the real likelihood that the progress we have been making through the
expansion of trade opportunities will come to a hait.

It is essential that we renew this authority but, in doing so, we must also seek to
include environmental and labor issues as negotiating objectives in that authority, since both
are inextricably linked to our trade interests. We cannot responsibly negotiate rules for the
flow of goods and services across borders without considering the ecological consequences or
the effects on workers that will result from those rules.

I am looking forward to hearing from our distinguished witnesses, from whom we are
secking guidance in shaping the new fast-track trade authority legislation our committees will
be developing in the coming weeks. [ join in welcoming them and thanking them for taking
the time to be here today.
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Chairman CRANE. Today, we will hear from a number of distin-
guished witnesses, and in the interest of time, I ask that you keep
your oral testimony to 5 minutes. Of course, we are happy to in-
clude any longer written statements for the record.

On our first panel are two of our distinguished colleagues from
the House, the Honorable Jim Kolbe and the Honorable Bill Rich-
ardson, if you two gentlemen will take to the dais. We will com-
mence with Mr. Richardson first.

STATEMENT OF HON. BILL RICHARDSON, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NEW MEXICO

Mr. RICHARDSON. Mr. Chairman, thank you very much for hold-
ing this very timely hearing, and to all the members of the sub-
committees, especially Mr. Rangel in his new role as ranking mem-
ber of this subcommittee.

Mr. Chairman, I have eight quick points to make as you consider
fast track authority. No. 1, it is important to keep the momentum
going for the United States engaged in trade negotiations. This
hearing is very timely. It is important that you move fast on what-
ever decision you make on fast track authority. I believe the peso
crisis has subsided. That, obviously, had dimmed a lot of the luster
for quick movement on any arrangement in Latin America, any ar-
rangement related to trade. I think your timing is good and I urge
you to move to keep the momentum, to send a signal to the world
that the United States is engaged, is international, and is not in
a period of retrenchment, as some have suggested.

No. 2, I think it is important that we keep trade issues biparti-
san. I think we have. NAFTA and GATT, General Agreement on
Tariffs and Trade, passed with strong bipartisan support. It is im-
portant to recognize that this is key to getting any agreement or
any fast track authority passed.

Mr. Chairman, I think we should also bear in mind that this ad-
ministration has done a good job on trade. They have negotiated
agreements. They have negotiated serious concerns of the Amer-
ican people, like in NAFTA, the side agreements on trade, the envi-
ronment, and worker rights. I think they are doing a good job with
Japan right now. I would hope that we do not have a trade war,
and I would hope that we end up without a damaging situation
where the U.S. bilateral relationship with Japan, which is very im-
portant, is damaged. But I think they are moving in the right di-
rection, and as you consider fast track authority, I think this ad-
ministration deserves some flexibility, but not a blank check.

No. 3, Mr. Chairman, I think these subcommittees should in-
crease their oversight of the side agreements on NAFTA, including
environmental provisions, worker rights, NAD, North American
Development Bank, and on some of the other issues that were ne-
gotiated separately from the treaty. I have a sense that they are
not going as well as they should, that some of these entities that
invofve oversight of environment and worker rights and many
other issues are not getting the proper fundinﬁ and oversight, and
1 would urge you to do that. Despite these challenges, I think these
side agreements are a model to what you might consider doing in
the days ahead with fast track.
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No. 4, I think it is critically important that you address Chile.
Chile has been waiting now for 4 years without any agreement.
They have been promised negotiations. I know this is going on. But
I think to renew fast track authority without a special cognizance
of this country, which is key in the Southern cone, which is a
friend, which has a market economy, and yet has been deferred by
two bipartisan administrations, is a mistake.

In the same vein, as part of the NAFTA commitment, I urge you
to deal quickly with Caribbean parity. I think that is part of a
NAFTA promise that we need to fulfill.

Mr. Chairman, also, let us not forget the impetus that the Sum-
mit of the Americas had on trade, on the American presence in
South America. If we delay, if we hold back, all of those promises
made at the Miami summit will not be taken seriously, so I hope
we move ahead very soon. There is movement in free trade going
on everywhere in our hemisphere, including MERCOSUR countries
which we should encourage.

Mr. Chairman, worker rights and environmental concerns are
important. I think that you should report language that gives the
administration flexibility to deal with these concerns. I do not be-
lieve that they have to be part of the fast track law, but the prece-
dents set by the side agreements on NAFTA are the way we should
go in any future agreement.

You might consider putting language in the legislation that the
United States, not just in bilateral agreements but at the WTO,
World Trade Organization, and other international forums, to sig-
nal that we consider these issues extremely important. They will
be included with Chile. Perhaps the only concern I would have with
Chile now is that they need to be further along on an environ-
mental infrastructure to enforce their laws.

Mr. Chairman, my final point is that it is critically important
that Congress have a role. We should not give the administration
a blank check; we should give them flexibility. We represent the
people, and I think it is important that it be a joint effort, a part-
nership. This has not entirely been the case in the past.

But I do think that we need to move soon. I think to not move
on a swift basis is going to send a negative signal to the inter-
national trade community. I do think that it is important that we
move with Chile. It would be very damaging to the hemispheric
and bilateral relationship if we do not.

We should urge the administration to work in partnership with
us. I am a little distressed that they do not appear yet to have a
strategy for fast track. They should. It is important to do this on
a bipartisan basis. I remain encouraged.

Let me close, again, Mr. Chairman, by thanking you for this ef-
fort and commending everyone on this panel for the excellent role
they have had on trade on a bipartisan basis. I am not going to
name everybody, but they obviously know. But to both of you mem-
bers of the majority that have moved aggressively on this front, I
commend you. I urge you to keep the momentum going and move

very soon.
(?ilajnnan CRANE. Thank you, Mr. Richardson.
Mr. Kolbe.
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STATEMENT OF HON. JIM KOLBE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF ARIZONA

Mr. KoLBE. Thank you very much, Mr, Chairman, and I will echo
much of what my colleague said, though we will differ somewhat
on some issues.

I have a fuller statement, which I have submitted for the record.
I will make my remarks brief.

I also want to commend both of you for holding this historic
meeting. To have this joint session of the two subcommittees on
this subject certainly bodes well for the prospects of getting this
kind of legislation through, to be working cooperatively rather than
sometimes at cross purposes.

I think it is important for the Congress to promptly grant the
President fast track negotiating authority. Our immed‘ilate oal is
to enable Chile to gain quick accession to NAFTA and to e the
next step toward the development of a hemispheric fast track com-
munity. That is the promise of the hemispheric historic Summit of
the Americas meeting in Miami last December.

Let me first say a word about trade as a goal, a bit about Chile
and South America, and then about the issue of other objectives in
trade negotiations. .

Increased trade is imperative if we are going to improve the
American standard of living and create high-wage jobs. Our econ-
omy is increasingly reliant on the world economy as a source of eco-
nomic growth, of job creation and rising national income. In fact,
in the last 5 years, U.S. export growth has accounted for 50 percent
of total U.S. economic growth. The United States is the largest ex-
porter in the world, $512 billion in U.S. exports last year. In fact,
one-third of our GDP now depends entirely on our ability to do
business with other nations. We can ill afford to ignore the increas-
ing importance of trade to our economic future.

Now, a word about Latin America and Chile. Failing to proceed
with Chile’s membership in NAFTA in a timely fashion would, I
think, be unfortunate for Chile. It has so long been qualified for
partnership in a free trading relationship with the United States.
Moreover, because of the commitments that we have made to Chile,
failure to move ahead would damage our credibility in the hemi-
sphere and deal, certainly, a very sharp setback to prospects for
meeting the timetable of hemispheric free trade that was con-
templated by the Miami summit,

Such a result would be, I think, disastrous, economically as well
as politically. If the dream of hemispheric free trade evaporates,
the United States risks losing much of the market that is open to
us in Latin America. Countries in Latin America are already form-
ing overlapping regional alliances. Trade within these groups has
grown at a staggering rate. Latin American exports to other des-
tinations in the region have increased nearly 100 percent in real
terms since 1982.

As might be expected, the relative importance of the U.S. market
to Latin America has declined slightly, given the growth rate of
both global as well as regional trade. Ify we do not pursue the hemi-
spheric free trade in a timely fashion, we could find that by the
time we do act, Chile and other Latin American countries may
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have little desire or little need to feel they should negotiate with
the United States.

Importantly, Chile's membership in NAFTA would also be a very
visible acknowledgement of the dramatic way it has restructured
both its economy and its political system by entrenching democ-
racy. In the early eighties, the midpoint of the Pinochet era, Chile
was hit by a 90-percent devaluation of the currency over 12
months, a collapse in international copper prices, and the failure
of its domestic banking system. Chile went through an economic re-
cgssion, more intense in relative terms than our own Great Depres-
sion.

Chile responded by decisively overhauling its economy, sweeping
deregulations and tax cuts, tax simplifications that ease market
entry for thousands of small and midsize firms, the process that
rapidly broadened Chile’s economic pace. A low uniform tariff was
introduced. No industry—no industry-—was kept under a strategic
umbrella, deserving oli.‘yspecial protection from international com-
petition. Economic liberty led, as it always will, to demands for po-
litical reform. Political opposition to General Pinochet was ener-
gized and eventually overturned his rule at the ballot box.

Over the past decade, Chile’s gross domestic product has grown
by an average of 6 percent a year, and in the most recent 3 years,
posted an average annual growth rate of 7.1 percent. During this
period, it achieved an annual savings rate of 25 percent, far above
all OECD, Organization for Economic Cooperation and Develop-
ment, countries. Chile, of course, has privatized its Social Security
system. As a result, the assets of Chile’s private pension plans are
equivalent to 50 percent of the country’s annual GDP, a fiscal re-
sult certainly preferable to the precarious condition of our own So-
cial Security system.

We ought to give some thought to rewarding Chile for these eco-
nomic and political reforms, and membership in NAFTA would be
a highlight to all of Latin America for the discipline and the tough
choices that Chile has made to get it where it is today.

Last, on the issue of environmental and labor objectives, granting
fast track authority to a President requires shared commitment to
certain trade goals between the President and Congress. Since
1974, there has been bipartisan support for the President of either
party to have broad authority to negotiate international trade
agreements.

However, given this administration’s repeated statements that
they want to include labor and environmental issues in trade nego-
tiations, it is my view that the fast track authority should be writ-
ten by these subcommittees in a way that is fairly narrow and pre-
cludes the possibility of actually having negotiations on these is-
sues that are part of the trade negotiations.

Environmental protection and protection of labor rights are
certainly important foreign and social policy objectives for this
country, but they should be pursued in alternate negotiations. I do
not believe they should be tied to trade. Just as it devalues trade
to tie it to peripheral issues, it denigrates the importance of efforts
to protect the global environment, to wrap them around tariff
schedules.
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The benefits of free trade are clear. Because of the strides we
have made in opening markets around the world and opening our
own market, American companies have more opportunities to sell
their products and American consumers are better off. Free trade
serves the crucial function of consolidating economic and political
liberalization.

Chile is almost certainly going to continue on that course. How-
ever, other nations that aspire to free trade relationships with the
United States may rest on less stable political foundations. Admit-
ting Chile to NAFTA and then moving purposely to expand free
trade to other countries in the hemisphere would make conditions
increasingly more hospitable for political and economic liberaliza-
tion. Passage of fast track negotiating authority is critical to con-
tinuing that process.

Thank you, Mr. Chairman, for the opportunity to testify.

[The prepared statement follows:]
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Testimony of the Honorable Jim Kolbe
Subcommittee on Trade of Committse on Ways and Means
Subcommities on Rules and Organization of the House of Committee on Rules
May 11, 1994

Introduction

Thank you very much for the opportunity to testify today. | want to
commend Chairmen Crane and Dreier for their leadership on this very
important piece of legislation.

| believe it is important for Congress to act promptly to grant the President
fast track negotiating authority. Our immediate goal is to enable Chile to
gain quick accession to the North American Free Trade Agreement
(NAFTA) and take the next step toward development of a hemispheric free
trade community. This was the clear mandate of the historic Summit of the
Americas meeting in Miami last December. But we are not seeking this
legisiation simply to pursue a foreign policy objective, enhanced trading
opportunities are critical to the economic future of our own country.

We must stay focused on our objective — to promote trade. We must not
allow our trade policy to become a vehicle for non-trade related foreign
policy objectives, such as labor and the environment. This is a prescription
for ill-will, mistrust, and failure. Protection of the environment and labor are
certainly worthy and important foreign policy objectives. But, they should
be pursued in separate negotiations, not tied directly to trade agreements.
The history of such agreements — from international labor Conventions
stretching back over a haif century to the more recent Montreal Protocol on
CFCs — bear out the validity of this approach.

Simply stated, trade is a goal to be valued in and of itself; to make it
conditional on constantly changing political and cultural circumstances only
devalues it.

Importance of Enhanced Trading Opportunities

Increased trade is imperative if we are going to improve the American
standard of living and create high-wage jobs. Though we have never had
a self-contained economy, there was a time when we were more self-
reliant. Now, our economy is increasingly reliant on the world economy as
a source of economic growth, job creation, and rising national income. In
fact, in the last five years, U.S. export growth has accounted for about 50
percent of total U.S. economic growth. The United States is the largest
exporter in the world, with nearly $512 billion in U.S. exports last year. In
1970, the value of all trade — both goods, services, and investment
earnings and payments abroad — amounted to 14 percent of our Gross
Domestic Product (GDP); by 1994, that figure had doubled to 28 percent of
GDP. Moreover, the U.S. Trade Representative's office has estimated that
trade will continue to grow in importance and account for 36 percent of
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GDP by 2010. That means that, in 15 years, more than one-third of our
standard of living will depend entirely on our ability to do business with
other nations. We can ill afford to ignore the increasing importance of
trade to our economic future.

Importance of Latin America

Let me speak briefly about Latin America and Chile. Failing to proceed
with Chile's membership in a timely fashion would be unfortunate for the
country that has long been qualified for partnership in a free trading
relationship with the United States. Moreover, because of past
commitments we have made to Chile, failure to move ahead would
damage U.S. credibility and leadership in the hemisphere and deal a sharp
setback to prospects for the hemispheric free trade contemplated by the
Miami Summit.

Such a result could be economically disastrous. If the dream of
hemispheric free trade evaporates, the U.S. risks losing as much as Latin
America. Countries in Latin America already are forming overlapping -
regional alliances. Trade within these groups has grown at a staggering
rate. Latin American exports to other destinations in the region have
increased nearly 100 percent in real terms since 1982. As might be
expected, the relative importance of the U.S. market to Latin America has
declined slightly given the growth rate of both global and regional trade. if
we do not pursue hemispheric free trade in a timely way, we coulid find that
by the time we do act, Chile and other Latin American countries may have
little desire, or need, to negotiate with the United States.

Chile

Importantly, Chile’s membership in NAFTA would also be a very visible
acknowledgement of the dramatic way it has restructured its economy and
entrenched democracy. We should reward such changes.

In the early 1980s -- the midpoint of the Pinochet era — Chile was hit by a
90% devaluation of the currency over 12 months, a collapse in
international copper prices, and the failure of the domestic banking system.
Chile went through an economic recession more intense in relative terms
than our own Great Depression.

Chile responded by decisively overhauling its economy. Sweeping
deregulations and tax cuts and tax simplifications eased market entry for
thousands of small and mid-sized firms, a process that rapidiy broadened
Chile’s economic base. A low, uniform tariff was introduced. No industry
was kept under a "strategic” umbrella, deserving of special protection from
international competition. Economic liberty led, as it always will, to
demands for political reform. The political opposition to Genera!l Pinochet
was energized and eventually overtumed his rule at the ballot box.

Over the past decade, Chile's gross domestic product has grown by an
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average of six percent a year, and in the most recent three years, posted
an average annual growth rate of 7.1%. During this period, it achieved an
annual savings rate of 25% — a rate far above mast OECD countries Chile
has even privatized its social security system. As a result, the assets of
Chile's private pension plans are equivalent to 50 percent of the country's
annual GDP of slightly more than $40 billion -- a fiscal result certainly
preferable to the precarious condition of our own Social Security system.

| think we should reward Chile for its economic and political reforms.
Chile's membership in NAFTA would highlight for all of Latin America the
discipline and tough choices that have been required to put Chile where it
is today.

Regarding NAFTA and Mexico's Recent Problems

A word of caution. NAFTA's opponents will use the Chile debate to fight
the NAFTA war all over again. They will cite Mexico's devalued peso, a
costly assistance package, and a worsening U.S. trade balance. Well, the
fact is, the financial near-meitdown in Mexico had nothing to do with
NAFTA,; the benefits of free trade with that country remain as important as
ever. Indeed, one could argue they are more important today than before.

Mexico's financial crisis was caused by an overdependence on foreign
capital and protracted overvaluation of the peso. When a bungled
devaluation caused investors to flee and the peso began to free fall, the
government needed outside assistance to prevent a default. Far from
worsening the crisis, NAFTA prevented Mexico from resorting to the
standard solution of developing countries in crisis: imposing import
barriers, restricting capital movements, and limiting economic activity.
Instead, Mexico has adopted an austerity program that, while reducing
short-term living standards in Mexico, avoids the catastrophic long-term
economic consequences of closing its economy to international
competition. The recent example of Mexico, if anything, makes the case
for institutionalizing hemispheric free trade.

Now, Mexico's economy is showing some early, hopeful signs of
improvement. The peso has risen from a low of nearly eight to the dollar to
just under six, suggesting that inflation will not deepen. By cutting
domestic demand so drastically, Mexico has cleared a path for a more
stable economy and a return to growth in 1996. One obvious implication of
this projected growth is that this year's likely trade deficit with Mexico of
$12-15 billion is uniikely to persist and that our exporters will again enjoy
the opportunities which we sought from NAFTA.

To repeat: to use Mexico's woes as an argument against free trade, and in
particular, free trade with Chile, is simply wrong and irresponsible.

Use of Trade Policy to Achieve Environmental and Labor Objectives

Granting fast track authority to a president requires shared commitment to
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certain trade goals between the president and Congress. Since 1974,
there has been bipartisan support for the president of either party to have
broad authority to negotiate international trade agreements. However,
given this Administration's repeated statements that they want to include
labor and environment issues in subsequent trade negotiations, | believe
fast track authority should be narrowly written to explicitly preclude this
possibility.

As | said at the outset of my testimony, environmental and labor protection
may be important foreign policy objectives but they shouid be pursued in
alternate negotiations, not tied to trade. Just as it devalues trade to tie it to
peripheral issues, it denigrates the importance of efforts to protect the
global environment to wrap them around tariff schedules.

Conclusion

The benefits of free trade lie in the increased opportunities to seek markets
for goods and services, and in improved economic efficiency. Because of
the strides we have made in opening new markets around the world and in
opening our own market, American companies have more opportunities
around the world to sell their products and they are becoming increasingly
more competitive. American consumers are also better off. Enhanced
trade translates into higher national income, higher real wages for
American workers, and lower prices for American consumers.

Finally, free trade serves a crucial function of consolidating economic and
political liberalization. Chile will almost certainly continue on that course.
However, other nations that aspire to free trade relationships with the
United States may rest on less stable political foundations. Admitting Chile
and then moving purposefully to expand free trade to other countries in the
hemisphere would make conditions increasingly more hospitable for
political and economic liberalization. Simply stated, prompt passage of fast
track negotiating authority is critical to continuing that process.

Thank you again for the opportunity to testify today.
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Chairman CrANE. Thank you for your testimony.

Now we will proceed with questions, starting with Mr. Dreier.

Chairman DREIER. Thank you very much, Nﬁ' Chairman.

Thank you, gentlemen, for your very fine testimony. 1 appreciate
the opportunity to continue to work with you on trade issues, as
we have in the past, on the NAFTA and China, the Uruguay round,
and a wide range of other issues.

Let me step beyond Chile for a moment and ask you about the
timeframe that you would envisage for other countries in Latin
America to become part of the NAFTA, for either of you to com-
ment on. Bill.

Mr. RICHARDSON. I would say that, this year, this calendar year,
I would hope that negotiations are completed on Chile and on
NAFTA, and that we can vote on the agreement perhaps early next
year. I think that is possible. I think the Chile negotiations can be
wrapped up rather quickly. I do not see many areas of difference.

Caribbean parity may be something that is determined more by
the schedule of the Congress, because of the overload we have here.
I think we need to do those, too.

Then, I would say that over the next 5 years, the administration
should have enough flexibility to start other agreements. In the
Southern cone, Argentina, Uruguay, and Brazil are now taking
some constructive stances, even though last year they did not ap-
pear to be very helpful. There is recognition that Latin American
countries are moving on their own, also.

I would say that the Central American countries, as a block,
might be considered next. I also think consideration should be
given to a bilateral agreement with Argentina.

I think to get into a situation where you are picking and choos-
ing and rewarding rather than allowing the hemispheric leaders to
come to a conclusion is not the way to go. What I think we need
to do is encourage the leaders of the hemisphere to adopt a strate-
gic plan, While they have not done that, I think many of them are
waiting for us to get our fast track movement settled here.

But I just think, Mr. Dreier, that it is best that we move soon.
lC))t:llxerwise, this impetus, this opportunity that we have, is going to

e lost.

Let me just close by saying there is talk that we will have free
trade aF'reements in the futur